Introduction

1.
During the intersessional period, the Audit Committee (AC) continued to discharge its mandate as approved by the Executive Council Resolution 8 (EC-LXIII) -Terms of reference and membership of the Audit Committee. It held two meetings on 30 November -1 December 2017 and 7-8 May 2018, chaired by Ms Linda Makuleni.
2.
In keeping with the Terms of Reference approved by the Executive Council, the AC continued to focus its oversight and advisory role on the review of annual Financial Statements and on the reports of the External Auditor, the work plans and reports of the Internal Oversight Office, follow-up of the recommendations of the Joint Inspection Unit (JIU), effectiveness of the Enterprise Risk Management, and on other financial and management matters. It provided recommendations to the Secretary-General and the Executive Council as appropriate, and assessed Management actions to various oversight recommendations.
Financial Statements
3.
The AC reviewed the Financial Statements for 2017 and noted the financial results for the year as reflected in the Secretary-General's foreword (introductory Statement) and the External Auditor's Report. The External Auditor provided an unqualified audit opinion on the Financial Statements.
4.
The AC noted that the net assets of the Organization decreased by CHF 13.4 million (34.1%) and that the reduction resulted primarily from an overall deficit of CHF 12.7 million from operations in 2017, which followed other deficits of CHF 24.8 million in 2016 and CHF 25.7 million in 2015.
5.
The AC noted that unpaid assessed contributions from Members increased by CHF 12.2 million (98.4%) from CHF 12.4 million to CHF 24.6 million. More than 50 percent of the unpaid amount was settled within the first two months of 2018.
6.
The AC noted that After Service Health Insurance (ASHI) continues to be a significant liability and appreciated the intention of the management to present to the EC a proposal to address the issue.
7.
Based on the audit opinion, the Audit Committee, in accordance with its Terms of Reference, advised the Secretary-General to sign the Financial Statements for 2017.
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8.
The AC reiterated its previous recommendation that:
• With the aim of further reduction, the deficits should be monitored closelybut management should now explore a plan of more tangible steps to achieve an improved financial position for the Organization;
• While awaiting a solution for the After-Service Health Insurance liability of staff on regular budget, an effort should be made to find a way to generate funds to address the issue in relation to staff on extrabudgetary funds.
9.
The Audit Committee notes the unqualified audit opinion for 2017 and commends the Report of the External Auditor to the Executive Council for its consideration.
Report of the External Auditor
10.
The Committee reviewed and discussed the report of the External Auditor for 2017, which draws attention to a number of important concerns and areas of weakness in relation to the quality of WMO's accounting processes, particularly in the closure of accounts and preparation of financial statements; to the need for closer and more effective collaboration between project managers and the finance service; and shortcomings in the internal control system, where significant improvement is needed. The External Auditor's report also refers to an unsatisfactory response by management in implementing agreed audit recommendations in a consistent and timely manner. Of 14 audit recommendations from 2015 and 2016, only three had been implemented at the time the 2017 report was finalized.
11.
The report for 2017 contains six specific recommendations, all of which have been accepted by the Secretary-General, concerning:
•
The need to ensure that internal financial management rules are followed for all expenditure which, without exception, should be approved by an appropriate certifying officer;
• The need for improved senior management oversight of the internal control system;
• The need for improved acquisition procedures and accounting controls over fixed assets;
• The need for a complete review of WMO's procurement process to improve efficiency;
• The need to ensure full compliance with the financial regulations and rules in relation to ex gratia payments; and
The need to ensure better compliance and improved management of IT access controls.
12.
The External Audit findings are such that the AC encouraged the Secretary-General to act immediately on the recommendations, on which the AC can look for major improvement by the time of its next meeting. The Audit Committee endorses and commends these recommendations to the Executive Council's attention.
13.
The AC also noted the External Auditor's concern over the slowness in implementation of audit recommendations by management and recommends prompt implementation of agreed recommendations and more effective accountability to top management.
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Internal Control
14.
The AC reviewed the Secretary-General's Statement on Internal Control for 2017, presented with the Financial Statements. The Statement on Internal Control provides a commentary on the overall control arrangements and their effectiveness; and draws attention to significant internal control matters where improvement is necessary and where action is being taken, relating to the budgeting process, project management, security, controls in procurement and the management of IT solutions.
15.
The Secretary-General's Statement on Internal Control for 2017 acknowledges deficiencies which need to be addressed and is consistent with the Audit Committee's understanding of WMO's circumstances and with the reports of the External Auditor and IOO.
16.
The Executive Council will note that both the Statement on Internal Control and the Annual Accountability Report of the Internal Oversight Office (see below) provide reporting on the internal control system generally, and also list individual IOO reports issued in 2017.
Internal Oversight
17.
The AC reviewed the IOO Plan of Work covering 2017 and confirmed that it was in accord with the Office's role and responsibilities; reviewed progress reports issued by IOO and the Annual Accountability Report of IOO; and advised IOO as appropriate. In its two meetings, the AC considered the following IOO reports: The AC noted its satisfaction with the quality, comprehensiveness and usefulness of the Annual Accountability Report and with the individual audit reports issued by IOO. The AC therefore commends the reporting by internal audit to the Executive Council's attention and notes that the Secretary-General has recognized in his Statement on Internal Control a number of the areas in which IOO called for action.
Ethics Arrangements
20.
In the course of its work, the AC reviewed the developing ethics function, recently established as a shared services arrangement with the International Telecommunication Union (ITU). The AC noted the development of an improved ethics framework including updated Standing Instructions on the WMO Ethics Framework, including a policy against fraudulent and other proscribed practices; and a new Code of Conduct for the Officers of the Organization and Members of the EC and its Committees, developed in response to corporate governance issues raised by the External Auditor in 2017.
21.
The AC reviewed the report on the activities of the Ethics Office, which is separately submitted to the Executive Council. The Ethics Officer has recently left WMO and the function in the Organization is being carried out for the time being by the Legal Counsel while a new Ethics Officer is being sought.
Enterprise Risk Management
22.
The AC continued to review the implementation of enterprise risk management at the Secretariat.
23.
The Secretariat started working on the improvement of the risk register and presentation of the top high corporate risks, with the aim of making the process more transparent and usable, so as to support improved risk identification, assessment, monitoring and management at operational and extrabudgetary project level. The AC also discussed risk and performance management arrangements with representatives of two technical departments (the Observing and Information Systems Department, OBS, and the Climate and Water Department, CLW).
24.
The AC encouraged WMO to continue looking at risk management in a more integrated manner, observing that technical departments apply different tools for risk management. Risks are being updated by the departments in a consolidated risk register and analysed by the Risk Management Committee every six months. The AC advised that WMO would benefit from a unified approach and a more dynamic tool or dashboard where senior management could monitor the evolving risk landscape and mitigation action taken, including those beyond the responsibility of the originating departments.
25.
The AC therefore recommends that further consideration be given to developing an effective corporate risk management tool and a dashboard; and that risk management plans should be able to demonstrate how risk assessment is included in the strategic/operational plans.
26.
The Committee expressed concern over the discontinuation of the central function for risk management following the retirement of the Strategic Planning and Risk Management Officer (who had also provided secretariat support to the Audit Committee).
27.
The AC recommends that the Secretary-General should consider reinstating an independent position with risk management experience to carry out a centralised risk management and monitoring function to ensure coordination at the corporate level and support operational managers.
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JIU Reports and Recommendations
28.
The AC reviewed progress in WMO's responses to extant reports and recommendations from the Joint Inspection Unit which were relevant to the Organization. Up to December 2017, the JIU issued four reports which were relevant to WMO covering: knowledge management in the UN system (reference JIU/REP/2016/10); donor-led assessment in the UN system (JIU/REP/2017/2); review of air travel policies in the UN system (JIU/REP/2017/3); and the outcome of the review of follow-up to JIU reports and recommendations (JIU/REP/2017/5).
29.
The AC appreciated the efforts made by the WMO Secretariat to implement JIU recommendations where appropriate to the WMO's circumstances. It reviewed the responses and advised management as appropriate. The AC is content to recommend that the Executive Council could endorse the management responses subject to its own consideration.
AC Effectiveness
30.
In accordance with its Terms of Reference, the Audit Committee carried out a review of its effectiveness in November 2017. The AC members were in agreement that the Committee met good practice principles and delivered on its mandate. The results of the selfassessment indicate that WMO's Audit Committee arrangements, and the Committee's operation in practice, provide appropriate support to the Executive Council, FINAC, Members and the Secretary-General in respect of relationships and communications with the EC, internal oversight and external audit. The AC reviews and reports on the reliability, integrity and completeness of the assurances required to satisfy the Organization's needs.
31.
The AC provides assessment and review of the scope and work of the Internal Oversight Office; of the coverage, outputs and assurance provided by the External Audit; on the effectiveness of the Organization's risk management arrangements; and on internal control.
32.
The AC is structured to operate with independence and objectivity and possesses appropriate skills and experience to perform its functions effectively. The Committee meets, carries out its work and reports in compliance with the Terms of Reference approved by the Executive Council, and in compliance with good practice. In the AC's view, its Terms of Reference and the Committee's scope of work in practice is suitably defined and encompasses the assurance needs of the EC and the Secretary-General, and the WMO as a whole.
33.
During 2018, the JIU is conducting a review of audit committee arrangements in the UN system. In the light of any applicable advice that may emerge from this exercise and to ensure that the AC Terms of Reference at WMO meet developing requirements and best practice, the AC intends to review its Terms of Reference in the coming year. Any proposals for change will be submitted for the Executive Council's consideration and approval.
34.
The completed self-assessment template approved by the AC is attached as an Annex to this Report.
35.
The AC welcomes the EC's comments and advice. 
Statement on Internal Control (SIC) and assurance from Internal and External Audit
